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When you tell people that over 60% of our industry is paying out over 0502 million in corporate action losses 
every year, you expect them to disagree. What you don't expect is for thern to disagree by telling you that the 
total losses should be much higher than that - and that the real number should range from USD3-5 million 
(at a business unit level) to hundreds of millions at a corporate level. 











Today corporate actions are corning out of the shadows. After a long period of focus purely on efficiency gains 
the industry is now ready to spend on corporate action automation as a headline organisational priority — with 
the objective of reducing risk above all else. 











"So many practitioners have been desperate to push through change' in the corporate actions space for 
many years — and so what has happened in 2020 to suddenly unlock record levels of investment spend and 
attention? How has the perfect storm of market risks, organisational challenges and regulation all combined 
to push us over the threshold into taking action now? And what is each of us meant to be doing to progress? 








Drawing on feedback received in October 2020 frorn over 250 organisations globally (across all organisational 
profiles and geographies and subsequent qualitative discussions), this industry-wide report is designed to 
provide you with actionable insights that will help you to make sense ofthe unprecedented change going on 
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the corporate actions space today. In cooperating with Broadridge, ISSA, ASIFMA, The Network Forum and 
lobal Custodian magazine on this research, our intent is not only to help you to form the right plan for your 
ganisation — but also to present a market-wide view of areas in which the entire ecosystem can cooperate, 
order to accelerate our progress. 
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Asia-Pacific 
13% 
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WHAT DO OUR CORPORATE ACTIONS LOOK LIKE TODAY? 
NOT ENTIRELY AS WE'D EXPECT 


High automation Low automation 
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Figure 1: Where are the corporate action problems today? 


| Volumes | Time spent | First, “Western” markets do not appear to be universally more 
Volumes Time spen automated than those in the (more disparate) “East”. Whilst 


зев | ж Europe is consistently at or above the global average levels, 
North American participants lag the global averages of process 

000m o automation by up to 21%, particularly in processing Income 
events (such as dividends). 

О б ee ee This challenge gives rise to the “billion dollar problem" – where 
unclaimed income events and / or incorrect elections (i.e. stocks 

ee К instead of cash) can lead to an extraordinary volume of implied 
losses across our industry. Conversely, processing efficiency for 

the same events in APAC is 1496 above the global average 











Figure 2: Corporate action volumes and time spent today 
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Figure 3: How efficient are we in our corporate action processing - against global averages? 
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Figure 4: Time spent sourcing corporate actions (as a % of total time on corporate actions) 
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ACROSS THE LIFE-CYCLE: DATA IN IS HARD BUT IT’S 
THE CLIENT LEG THAT BREAKS THE MODEL 


On a global b narket and counterparty interactior 
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9. Client servicing 


BY USER: INTERNAL CLIENTS MAY BE LESS 
SATISFIED THAN EXTERNAL ONES 


Trading: Arbitrage opportunities 
Funding: Cash flow management 
Customer 4 3rd party account 
servicing (e.g. custodians) 
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Participation / Voting 
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maintenance 








Yet although it may be 
relatively easier to process 
corporate events for internal 
positions, that doesn't mean 
that everyone inside the 
organisation is easy to look 
fter. Whilst core corporate 
ctions users in the back 
office have the highest 

view of their corporate 
action quality, their internal 
clients in Treasury and 
Arbitrage strongly disagree. 
Underrnined by poor quality 
ata in cash managernent, 
nd by late data in trading, 
these two constituents 
(generally colleagues in 
APAC and Europe) have the 
owest views of corporate 
action quality across the 
organisation - significantly 
ower than their client 
servicing colleagues. 


a 
a 








(OL 





а 














Figure 5: How optimal do you consider your current corporate action 


processing infrastructure to be?” 
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Figure 5: How optimal do you consider your current corporate action processing infrastructure to be? 


Asia-Pacific Europe 


=H. =щ, =H 


=J. ze =B. =. = =e =8 l = 
=» =» =» =J. =» = ==) =e i l 
=e =J. =. omes =щ› =e l mE 
=e 
=e: =» =», = Les =) LE =e mE 
=» =» mes =B =» =e omes =e mH 
=e =B.. =» =» e. =, ‘l =m 
Be; =). s =e =e 


ASSET SERVICING INNOVATION www.thevalueexchange.co 


WHAT IS THE CORPORATE ACTIONS PROBLEM? 


DATA INTEGRITY: WHO TO TRUST? 
In this chain, the ‘garbage in’ problem is huge and it 


fortunately not unique 
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Figure 6: The root causes of major corporate action errors 
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Figure 7: Key challenges in corporate action processing 
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Figure 8: What is holding back your corporate action automation today? 
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Figure 9: Key challenges in corporate action processing - across the lifecycle 
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WHAT ARE THESE PROBLEMS COSTING 
US? THE HIDDEN CASE FOR CHANGE 


60% of us globally are paying out... ..and costs aren't even the biggest problem 
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Figure 10: The cost of corporate action errors 
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Figure TI: The hidden cost of corporate action errors 
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WHY IS THIS NEWS? 
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Figure 12: Perceived levels of corporate action automation from 
front- to back-office 
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WHEN TO MAKE THE CHANGE? NOW 


A unique number of changes that can 
only be dealt with by system change... 





Increased complexity 
of corporate actions 


System 
transformation 


ISO20022 
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- More Hiring 
action volumes 


COVID-19 I don’t know 





Universally and consistently across all job profiles, geographies 
and segments in this survey, people are reaching the same 
conclusion. 
t’s time to transform our corporate actions. 

From the CEO, through the front office and to the back, 
practitioners, end-customers and managers of corporate action 


The combination of challenges that were brought into 2021 and 
those that we have only just experienced is so complex and so 
variable that nothing short of deep-seated transformation will 
be enough. We know we have to act to stop the USD2 million 

















processes are saying that this is no longer the time for tinkering. 
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errors; we know we can't use macros to meet the requirements 
of SRD Il; or to process events in a new message structure 
(15020022), or to manage our events as they change in structure 
and behaviour in front of us. And we certainly cant look to 
anything short of system transformation if we want to do all of 
these at once 


And fortunately the budgets to pay for change are 
materialising. The average corporate action spend in 2021 was 
set to rise by 1096 - championed by CEOs and by business-users 
of corporate actions (trading desks, etc.) who are pushing for 
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Figure 13: Corporate Actions as an Investment Priority 
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Figure 14: Where is the biggest pressure to change? The buy side and the sell side agree 
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WHAT STEPS ARE PEOPLE TAKING? 
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WHAT CHALLENGES SHOULD WE EXPECT TO FACE? 


INTERNALLY: IT’S A LONG JOURNEY TO GO-LIVE But even wher 
Even with the high levels of conceptual (and financial) specific nature of corpo 
an automation project ir 


support for corporate action transformation, the path towards 


auto tion is not entirely straight forward settlements 
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Figure 15: Core issues in corporate action automation priority 


18 





Internal dependencies External dependencies 


Figure 16: Leading enablers of corporate action automation 
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WHAT DOES THE JOURNEY 
LOOK LIKE? 


We clearly get it. The need for corporate action automation has 

never been clearer or more urgently pressing – and firms of 

all kinds and sizes are looking to future-proof their processing 

infrastructures as quickly as possible. Supported by clients [Vf мерим TERM: WHAT CAN INDUSTRY 
and colleagues across the industry, we are looking to start the STANDARDS FIX? 

corporate action transformation journey immediately, in the 
«nowledge that change is almost inevitable. But how do we chart 
a path through the obstacles towards automation and where do 
we even start? 


Be part of standards adoption: there is no doubt 
that the widespread use of standards would 
meaningfully change the risk profile of corporate 


Е И О : actions - but they wont be adopted on their 
Feedback from market participants breaks this journey into three own. We each have a role to play in both defining 














parts: standards and in enforcing their adherence. As 
frustrating as this may be, every event type that is 
standardised between two counterparties (replacing 
faxes and ernails) will have a tangible risk and cost 
benefit. 











М suonr TERM nt CAN PEOPLE FIXO Drive standards in a targeted way: many of the 





Move corporate actions out of the back office: most complicated workflows (e.g. prime brokerage 
On the assumption that large swathes of corporate and wealth management) are outside of the reach 
action processing will remain manual for the short of SWIFT as a network. In taking a focused anc 
and medium terms, one key step is to make sure tactical approach to deploying standards across 
that staff competencies and compensation match these workflows, firms need to bring in other 

their responsibilities. With an ongoing exposure of established channels (e.g. FIX) into the discussion, 
over USD2 million per year, “corporate actions risks whilst avoiding the temptation to build their own 
are exponentially bigger than settlements” and are bespoke connectivity (i.e. using proprietary APIs) 
much more akin to risks faced in the middle office each time. 

(where higher salaries attract more experienced and 

specialist expertise). Transferring corporate actions 

from the Back office into the Middle office would 








offer access to greater talent and hence help to 
reduce hurnan risk. 


Change the way we model corporate action risk: 
The business case for corporate action automation 
is far larger than simply the cost of the last error. 
We need to revise our risk modelling not only to 


properly capture the ‘hidden costs’ (of remediation 

work, minor payouts, etc.) but also to include the [vf tone TERM: WHAT CAN 

opportunity cost of missed (income) events on TRANSFORMATIONAL TECHNOLOGY FIX? 
a proactive, forward-looking basis. By increasing Put corporate actions at the heart of your RFPs: 
transparency on the full scope of corporate action Despite the pressing importance of corporate 
errors we can help to reshape perceptions around the action change, many organisations continue to 
priority and urgency of change base their system (or outsourcing) requirements 


around more visible activities (such as trade 
processing and FX). Putting corporate actions 
at the centre of RFP evaluations will help to 


Share our error data: Beyond our own organisations, 
we need to be far more transparent about corporate 

















acmon losses at a market level. By sharing (non- accelerate progress and remove hidden risks from 
sensitive) data openly across the industry we can help flagship change projects. 

to provide essential clarity on where investment and Е 

innovation is most acutely needed and therefore help Be part of industry change: 41% of firms see 

to strengthen ongoing advocacy work across the DLT (as an example of technological innovation) 
industry. as being best advanced through industry-wide 
Automate tactically but scalably: Corporate actions initiatives. Given the unique interdependency 
are a huge, global problem and many organisations of the corporate action ecosystem, meaningful 
see the solutions as needing to be nothing short change requires the insight and participation of 
of global. Given the range of technology solutions all profiles of firm. Don't go looking for your own 
available today, a more tactical approach to solution — look to the industry first. 

automation is increasingly relevant – where great 

change can be made from automating specific 

workflows, one at a time 
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THANK YOU 


Our thanks to our partners and sponsors for their support in helping us 
to reach hundreds of industry specialists around the world, as part of 
this global, industry-wide campaign 


Sponsored by Supported by 


Broadridge 55А Бек Са asifmag 


Growing Asias Markets 


CARRY ON THE DISCUSSION 


If you would like benchmark your own corporate action 
transformation then please visit us at #ћемх.іо 





About the sponsor: Broadridge Financial Solutions 


Broadridge, a global Fintech leader with $5 billion in revenues, provides the critical infrastructure that powers 









investing, corporate governance, and communications to able better financial lives. We deliver technology-driven 


ss transformation for banks, broker-dealers, asset and 








solutions that drive busine wealth managers and public 


com panies 


Our Global Asset S 


cleansing to 


vicing Solution streamlines corporate actions processing, from announc 














on and instruction maintenance. This Cloud-enabled solution improves 
timeliness and accuracy and reduces costly risk associated with missing corporate actions 


For more information, please contact global@broadridge.com or visit www.broadridge.com 
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